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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for  Housing — 
Federal  Housing  Commissioner 

[24  CFR  Part  881] 

[Docket  No.  R-77-387] 

SECTION  8  HOUSING  ASSISTANCE  PAY¬ 
MENTS  PROGRAM  SUBSTANTIAL  RE¬ 
HABILITATION 

Special  Procedures  for  Neighborhood 
Renewal  Strategy  Areas 

The  Department  proposes  to  amend 
Title  24  by  adding  to  Part  881  a  new  Sub¬ 
part  C,  “Special  Procedure"  for  Neigh¬ 
borhood  Renew'al  Strategy  Areas.” 

On  April  26, 1976,  the  Department  pub¬ 
lished  in  the  Federal  Register  (41  FR 
17488)  for  interim  effect  amended  regu¬ 
lations  for  the  Section  8  Housing  Assist¬ 
ance  Payments  Program — Substantial 
Rehabilitation  24  CFR  Part  881,  Subparts 
A  and  B,  under  Section  8  of  the  United 
States  Housing  Act  of  1937.  The  preamble 
to  the  April  26, 1976  publication  set  forth 
the  general  outline  for  a  new  Subpart  C 
and  invited  comments  on  it.  Based  on 
these  and  other  comments,  the  Depart¬ 
ment  has  developed  a  new  Subpart  C  now 
being  published  for  comment,  as  de¬ 
scribed  below: 

1.  A  unit  of  general  local  government 
participating  in  the  Community  Devel¬ 
opment  Block  Grant  (CDBG)  proeram 
may  request  authorization  from  HUD  to 
use  the  Special  Procedures  set  forth  in 
Subpart  C  for  a  single,  identified  area 
which  is  designated  in  the  CDBG  appli¬ 
cation  to  receive  concentrated  phvsical 
development  activities,  public  improve¬ 
ments,  and  public  services. 

2.  HUD  reviews  the  request  to  deter¬ 
mine  whether  the  proposed  area  is  ac¬ 
ceptable  imder  the  site  and  neighborhood 
standards,  contains  sufQcient  units  suit¬ 
able  for  rehabilitation  and  whether  the 
proposed  concentrated  activities,  to¬ 
gether  with  the  requested  amount  of  Sec¬ 
tion  8  Substantial  Rehabilitation  con¬ 
tract  authority,  are  likely  to  result  in  the 
restoration  and  revitalization  of  the  area. 
If  the  request  is  approved,  the  notifica¬ 
tion  will  include  a  statement  of  the 
emount  of  Section  8  contract  authority 
set  aside  for  projects  developed  under 
Subpart  C  procedures  and  will  invite  the 
unit  of  local  govemmrat  to  submit  Pro¬ 
posals  for  protects  in  the  area. 

3.  After  HUD  approves  the  request, 
the  local  government  assists  Owners  in 
the  preparation  of  Proposals.  The  con¬ 
tents  of  the  Proposal  are  set  forth  in 
§  881.304(e) .  When  submitted  to  HUD  by 
the  local  governing  body,  the  proposal 
must  be  accompanied  by  certain  certifi¬ 
cations  from  the  local  governing  body 
concerning  special  requirements  for 
compliance  with  the  Housing  Assistance 
Plan,  Owner’s  control  of  the  property, 
reuse  in  the  event  of  demolition,  zoning 
and  similar  requirements,  A-95  review, 
and  reasonableness  of  rents. 

4.  HUD  evaluates  Proposals  submitted 
under  Subpart  C  on  the  basis  of  the  fac¬ 
tors  set  forth  in  S  881.303  which  include 
completeness  of  the  Proposal  and  cer- 
tificati(ms,  reasonableness  of  rents  where 
FHA  insurance  is  proposed  or  where 


rents  proposed  are  above  the  published 
fair  market  rents,  previous  participation 
of  the  Owner  and  other  key  program 
participants,  compliance  with  environ¬ 
mental  clearance  requirements,  proposed 
management  plan,  the  term  of  the  Con¬ 
tract,  location  within  the  approved  area, 
form  of  lease,  and  Affirmative  Fair  Hous¬ 
ing  Marketing  Plan  among  other  factors. 
HUD  may  request  clarification  of  indi¬ 
vidual  items,  additional  information,  or 
modifications  of  the  Proposal.  'The  local 
governing  body  and  the  Owner  are  noti¬ 
fied  of  HUD’S  determination.  Subsequent 
processing  is  in  accordance  with  Subpart 
B,  starting  with  §  881.211,  Owner’s  Ac¬ 
ceptance  of  Notification  and  Submission 
of  Architect’s  Certification. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  proposed  rulemaking  by 
submitting  such  written  statements  or 
comments  as  they  may  desire.  All  com¬ 
ments  received  on  or  before  March  2, 
1977,  will  be  considered  before  adopting 
a  final  rule  in  this  matter.  Communica¬ 
tions  should  refer  to  docket  number  and 
date  and  should  be  filed  with  the  Rules 
Docket  Clerk,  Office  of  the  Secretary, 
Room  10141,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 

S.W.,  Washington,  D.C.  20410.  Copies  of 
comments  submitted  will  be  available 
during  business  hours,  both  before  and 
after  the  specified  closing  date,  at  the 
above  address. 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  the 
Finding  of  Inapplicability  is  available  for 
public  inspection  during  regular  business 
hours  at  the  Office  of  the  Rules  Docket 
Clerk,  at  the  above  address.  It  is  there¬ 
fore  proposed  that  24  CFR  Part  881,  be 
amended  by  adding  a  new  Subpart  C  as 
follows: 

Subpart  C — Spacial  Procedures  for  Neighborhood 
Renewal  Strategy  Areas 

Sec. 

881.301  AppllcabUlty  and  scope. 

881.802  Request  for  approval  of  special  pro¬ 
cedures  for  neighborhood  renewal 
strategy  areas. 

881.303  HUD  review  of  requests  for  ap¬ 

proval  of  special  procedures. 

881.304  Submission  of  proposals  for  projects 

within  approved  strategy  areas. 

881.305  HUD  evaluation  and  approval  of 

proposals. 

881.306  Proposals  Indicating  HUD-FHA 

mortgage  insurance. 

881.307  Subsequent  processing. 

881.308  Use  of  residual  contract  authority. 

Authoritt;  Sec.  7(d),  Department  of  HUD 
Act  (42  UJ3.C.  3535(d)):  Sec.  5  U  S.  Housing 
Act  of  1937  (42  U.S.C.  1437c(b) );  Sec.  8,  U  S. 
Housing  Act  of  1937  U.S.C.  1437f ) . 

Subpart  C — Soecial  Procedures  for 
Neighborhood  Renewal  Strategy  Areas 

§  881.301  Applicability  and  scope. 

The  policies  and  procedures  contained 
in  this  subpart  are  applicable  to  the  sub¬ 
mission  and  review  of  Proposals  for  Sec¬ 
tion  8  Substantial  Rehabilitation  projects 
in  Neighborhood  Renewal  Strategy  Areas 
within  the  jurisdiction  of  units  of  general 
local  government  participating  in  the 
Community  Development  Block  Grant 
(CTDBG)  program  pursuant  to  24  CFR 
Part  570. 


§  881.302  Requests  for  approval  of 
special  procedures  for  neighborhood 
renewal  strategy  areas. 

(a)  A  unit  of  general  local  government 
participating  in  the  CDBG  program  may 
submit  to  HUD  a  request  for  authoriza¬ 
tion  to  use  the  Special  Procedures  of  this 
Subpart  C  for  a  single,  identified  Neigh¬ 
borhood  Renewal  Strategy  Area  which  is 
designed  in  the  local  government’s  CDBG 
application  to  receive  concentrated  phys¬ 
ical  development  activities,  public  im¬ 
provements,  and  public  services. 

(b)  Such  a  request  may  be  submitted 
at  any  time  provided  that  the  CDBG  ap¬ 
plication  meeting  the  requirements  of 
paragraph  (a)  of  this  section  has  been 
approved  or  is  under  review  by  HUD. 

(c)  The  request  shall  include: 

(1)  An  Identification  of  the  area  pro¬ 
posed  for  Special  Procedures,  and  a  de¬ 
scription  of  its  demographic  and  physical 
characteristics  in  sufficient  detail  to  al¬ 
low  HUD  to  make  the  determinations  re¬ 
quired  bv  §  881.303: 

(2)  The  basis  for  the  local  govern¬ 
ment’s  selection  of  the  area  proposed  in¬ 
cluding  information  showing  compliance 
with  the  site  and  neighborhood  stand¬ 
ards  in  §  881.112  and  the  environmental 
requirements  in  §  881.114  (b)  and  (c),  in¬ 
cluding  a*showing  of  how  and  to  what  ex¬ 
tent  the  proposed  concentrated  activities 
will  remedy  existing  deficiencies: 

(3)  The  number  of  units  and  the 
amount  of  Section  8  contract  authority 
requested  to  be  set  aside  for  the  area  and 
a  description  of  any  local.  State,  Federal 
or  private  programs  or  other  support 
available  to  the  area  which  is  not  de¬ 
tailed  in  the  CDBG  application; 

(4)  A  statement  relating  the  needs  of 
the  ri’oposed  area  to  the  available  sup¬ 
port  and  indicating  how  these  resources 
can  be  combined  to  produce  a  restored 
and  revitalized  neighborhood  within  a 
designated  three  to  five  year  period ;  and 

( 5 )  A  description  of  the  administrative 
structure  within  the  local  government 
which  will  be  responsible  for  implement¬ 
ing  the  Special  Procedures  and  of  the  ex¬ 
perience  and  qualifications  of  the  desig¬ 
nated  staff. 

§  881.303  HUD  review  of  requests  for 
approval  of  special  procedures. 

(a)  Each  request  for  use  of  the  Special 
Procedures  shall  be  reviewed  by  the  field 
office  to  determine  whether  the  proposed 
area  contains  a  sufficient  number  of 
units  suitable  for  rehabilitation  to  fully 
utilize  the  Section  8  contract  authority 
requested  pursuant  to  §  881.302(c)  (3) 
and  whether  the  proposed  concentrated 
activities,  including  Section  8,  are  likely 
to  result  in  the  goal  of  a  restored  and 
revitalized  neighborh(X)d. 

(b)  The  proposed  area  shall  be  re¬ 
viewed  to  determine  whether  it  complies 
with  the  site  and  neighborhood  standards 
outined  in  §  881.112.  In  assessing  com¬ 
pliance  with  §881.112  (a),  (d)  and  (f), 
HUD  will  consider  the  extent  to  which 
the  proposed  concentrated  activities 
would  remedy  existing  deficiencies. 

(c)  A  preliminary  re\iew  shall  be  un¬ 
dertaken  to  determine  whether  the  area 
contains  any  major  obstacles  to  meeting 
the  environmental  requirements  of 
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§881.114  (b),  (c)  and  (e).  This  review 
shall  not  preclude  the  environmental  re¬ 
view  required  by  §  881.305(a)  (11)  for 
each  Proposal  subsequently  sutmiitted. 

(d)  HUD  review  shall  include  con¬ 
sideration  of  the  following  elments; 

( 1 )  The  present  condition  of  the  neigh¬ 
borhood  and  whether  a  suitable  living 
environment  will  result  after  implement¬ 
ation  of  the  proposed  concentrated  ac¬ 
tivities; 

(2)  The  extent  to  which  the  proposed 
concentrated  activities  will  resolve  or 
ameliorate  the  physical  problems  in  the 
area; 

(3)  The  extent  to  which  structures  in 
the  area  appear  suitable  for  rehabilita¬ 
tion  under  Section  8  and  any  other  avail¬ 
able  programs,  and  the  extent  to  which 
structures  having  a  detriments!  effect  on 
the  neighborhood  would  remain  after 
completion  of  the  concentrated  activi¬ 
ties; 

(4)  The  extent  to  which  nrivate  com¬ 
mitment,  if  any,  is  evidenced  through  the 
provision  of  programs  providing  private 
financing  in  the  area,  local  agreements 
for  special  wage  rates  for  rehabilitation, 
and/or  through  other  supporting  activi¬ 
ties; 

(5)  The  experience  and  qualWcations 
of  the  local  staff  designated  for  imole- 
mentation  of  the  Soecial  Procedures  for 
Section  8  Substantial  Rehabilitation. 

(e)  If,  during  review  of  the  request, 
HUD  finds  that  additional  information 
is  necessary,  it  may  request  such  addi¬ 
tional  information  and/or  meet  with 
representatives  of  the  local  government 
to  resolve  outstanding  questions  concern¬ 
ing  the  request. 

(f)  Upon  completion  of  the  review, 
HUD  will  notifv  the  local  government  of 
its  determination.  If  the  request  is  re¬ 
jected,  the  notification  shall  indicate  the 
reasons  for  the  rejetcion.  If  the  request 
is  approved,  the  notification  shall: 

(1)  Include  a  statement  of  the  amount 
of  Section  8  contract  authoritv  which  will 
be  set  aside  from  the  allocation  for  the 
jurisdiction,  for  the  use  of  Special 
Procedures: 

(2)  Indicate  the  boundaries  of  the  ap¬ 
proved  area: 

(3)  Request  the  unit  of  local  govern¬ 
ment  to  obtain  and  submit  to  HUD,  in 
-accordance  with  §  881.304,  Proposals  for 
projects  to  be  located  in  that  area;  and 

(4)  Indicate  that  proposals  must  be 
prepared  and  submitted  to  HUD  within 
6  months  of  the  date  of  the  notification. 
§  881.304  Submission  of  proposals  for 

projects  within  approved  strategy 
areas. 

(a)  After  written  notification  of  HUD 
approval  of  the  use  of  Special  Procedures 
has  been  received  by  the  unit  of  general 
local  government,  the  local  government 
shall  (through  negotiation,  advertise¬ 
ment  or  other  means) ,  invite  Owners  to 
prepare  and  submit  one  or  more  Pro¬ 
posals  for  Substantial  Rehabilitation  to 
the  local  government  for  transmittal  to 
HUD. 

(b)  The  local  government  shall  assist 
Owners  in  the  preparation  of  Proposals 
and  conduct  a  comprehensive  review  of 
all  Proposals  in  order  tc  make  the  cer¬ 
tifications  required  by  §  881.304(fr  and 
to  assure  that  approvable  Proposals  are 
transmitted  to  HUD. 


(c)  The  local  government  shall  assure 
that  the  Proposals  transmitted  to  HUD 
do  not  collectively  request  contract 
authority  in  excess  of  that  indicated  as 
available  in  the  notification  pursuant  to 
§  881.303(f). 

(d)  The  local  government  shall  assure 
that  Proposals  are  prepared  and  trans¬ 
mitted  to  HUD  within  6  months  of  the 
date  of  the  approval  notification  pur¬ 
suant  to  §  881.303(f) .  If  approvable  Pro¬ 
posals  sufficient  to  utilize  ohe  set  aside 
have  not  been  submitted  at  the  end  of 
the  6  month  period,  or  any  extension 
thereto,  HUD  shall  follow  the  procedures 
of  §  881.308. 

(e)  The  Proposal  transmitted  to  HUD 
shall  include  or  Indicate  the  following: 

(1)  The  address(es)  of  the  property 
proposed  to  be  rehabilitated. 

(2)  The  identity  of  the  Owner,  reha- 
bilitator  (if  known) ,  and  architect  (if  ap¬ 
plicable  and  identity  is  known) ;  the 
qualifications  and  experience  of  each;  the 
names  of  officials  and  principal  members, 
shareholders  and  investors,  and  other 
parties  having  substantial  interest,  and 
the  prior  participation  of  each  in  HUD 
programs,  using  the  prescribed  form. 

(3)  A  description  of  the  pre^rty,  as  is, 
including  niunber  and  type  of  structures, 
number  of  stories,  structural  system,  ex¬ 
terior  finish,  heating-air  conditioning 
svstem,  niunber  of  units  by  size  (number 
of  bedrooms),  living  area  and  composi¬ 
tion  for  each  size  of  unit,  special  ameni¬ 
ties  or  features,  if  any,  and  exterior  and 
interior  photos;  and  sketches  of  the  in¬ 
terior  showing  dimensions.  If  aw>ropri- 
ate,  typicals  may  be  provided. 

(4)  A  description  of  the  proposed  re¬ 
habilitation  covering  each  basic  element 
(e.g.,  roof,  exterior  walls,  porches  and 
steps;  interior  walls,  ceilings  and  floors; 
kitchen  and  bathroom  facilities  and 
equipment;  plumbing,  heating  and  elec¬ 
trical  equioment;  landscaping;  etc.)  in¬ 
dicating  the  nature  of  the  work  to  be 
done  on  each  element.  If  alteration,  ren- 

-ovation  or  remodeling  is  Indicated,  a  de¬ 
scription  of  such  work  and  sketches 
showing  layout  after  completion  of  re¬ 
habilitation.  If  appropriate,  typicals  may 
be  provided. 

(5)  The  number  of  units  by  unit  size 
(number  of  bedrooms)  and  the  type  of 
occupancy  (elderly  or  handicapp^  or 
other)  proposed  for  the  property  after 
the  completion  of  rehabilitation. 

(6)  A  description  of  the  existing  utility 
combination,  whether  or  not  a  change  to 
a  different  combination  is  proposed,  and 
if  so,  a  description  of  the  new  utility 
combination. 

(7)  A  statement  as  to  whether  or  not 
the  services  of  a  registered  architect  will 
be  utilized  for  preparation  of  final  work¬ 
ing  drawings  and  specifications. 

(8)  The  Contract  Rent  per  unit,  by 
size  and  structure  type. 

(9)  The  equipment  to  be  included  in 
•the  Contract  Rent. 

(10>  The  utilities  and  services  to  be 
included  in  the  Contract  Rent  and  those 
utilities  and  services  not  so  included. 
For  each  utility  and  service  not  included 
in  the  Contract  Rent,  an  estimate  of  the 
average  monthly  cost  (for  the  first  year 
of  occupancy)  to  the  occupants  by  unit 
size  and  structure  type. 


(11)  The  proposed  term  of  the  Con¬ 
tract  (including  renewals)  and  justifi¬ 
cation  for  such  term  in  accordance  with 
$  881.109. 

(12)  Whether  the  proposed  project 
will  displace  site  occupants.  If  so,  the 
Proposal  shall  state  the  number  of  fami¬ 
lies,  individuals,  and  business  concerns 
to  be  displaced  (identified  by  race  or  mi¬ 
nority  group  status,  and  whether  they 
are  owners  or  renters),  and  shall  dem¬ 
onstrate  that  relocation  is  feasible.  In 
the  case  of  a  project  owned  by  a  PHA, 
provide  a  statement  that  the  PHA 
undertakes  liability  for  (i)  The  provision 
of  relocation  payments  and  assistance  as 
prescribed  in  sections  202,  203  and  204 
of  the  Uniform  Relocation  Assistance 
and  Real  Property  Asqulsition  Policies 
Act  of  1970,  (ii)  The  provision  of  relo¬ 
cation  assistance  programs  offering  the 
services  described  in  section  205  of  said 
Act;  (ill)  Assuring  that  within  a  reason¬ 
able  period  of  time  prior  to  displace¬ 
ment,  Decent,  Safe,  and  Sanitary  re¬ 
placement  dwellings  will  be  available  to 
displaced  persons:  and  (iv)  Pull  funding 
of  the  required  relocation  payments  and 
assistance  unless  other  commitments, 
satisfactory  to  HUD,  have  been  made 
for  the  fimding  of  such  payments  and 
assistance.  In  the  latter  case,  the  PHA 
shall  specify  such  other  commitments. 
(In  the  caise  of  a  privately  owned  proj¬ 
ect,  the  Uniform  Relocation  Assistance 
and  Real  Property  Acquisition  Policies 
Act  of  1970  is  inapplicable) . 

(13)  Submission  of  evidence  of  man¬ 
agement  capability  and  a  pressed  man¬ 
agement  plan  and  a  certificate  by  the 
Owner  and  the  managing  agent,  if  any, 
in  a  format  aceptable  to  HUD;  or,  if 
the  Proposal  is  for  less  than  15  units, 
evidence  of  capability  of  providing  the 
necessary  management  and  maintenance 
services.  If  the  Owner  proposes  to  con¬ 
tract  with  another  entity,  including  a 
PHA,  for  management  and/or  mainte¬ 
nance  services  for  the  project,  a  copy  of 
the  proposed  contract(s)  shall  be  in¬ 
clude. 

(14)  A  signed  certification  of  the 
Owner’s  intention  to  comply  with  Title 
VI  of  the  Civil  Rights  Act  of  1964.  Title 
Vm  of  the  Civil  Rights  Act  of  1968,  Ex¬ 
ecutive  Order  11063,  Executive  Order 
11246,  and  Section  3  of  the  Housing  and 
Urban  Develoixnent  Act  of  1968  and  that 
Owner  will  take  affirmative  action  to 
provide  the  opportunity  to  apply  for 
units  in  the  proposed  project  to  persons 
expected  to  reside  in  the  community  as  a 
result  of  current  or  planned  employ¬ 
ment,  as  indicated  in  the  Local  Housing 
Assistance  Plan. 

(15)  Submission  of  an  Affirmative 
Fair  Housing  Marketing  Plan  if  the 
Proposal  is  for  five  (5)  or  more  units 
together  with  a  statement  of  the  affirma¬ 
tive  actions  the  Owner  intends  to  take  to 
provide  the  opportunity  to  apply  for 
units  in  the  proposed  project  to  persons 
expected  to  reside  in  the  community  as  a 
result  of  current  or  planned  employment 
as  indicated  in  the  Local  Housing  As¬ 
sistance  Plan.  Examples  of  such  efforts 
include:  Participation  in  regional  or 
semi-regional  application  pkxjIs;  estab¬ 
lishment  of  a  referral  system  with  PHAs 
and  other  Section  8  Owner/managers  in 
surrounding  jurisdictions;  contacts  with 
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and  provision  of  information  about  the 
project  to  local  industries  and  their  em¬ 
ployees. 

(16)  Submission  of  the  form  of  Lease 
the  Owner  proposes  to  use,  which  shall 
be  in  accordance  with  §  881.219. 

(17)  The  anticipated  time  required  for 
ccmiifletion  of  the  project  after  the 
Agreement  is  signed  (if  the  project  is  to 
be  Completed  in  stages,  identification  of 
the  units  comprising  each  stage  and  the 
estimated  dates  for  commencement  and 
completion  of  each  stage) . 

(18)  The  proposed  method  (e.g.,  con¬ 
ventional  mcHlgage,  FHA  insured  mor- 
gage,  bonds)  and  terms  (e.g.,  interest 
rates,  discounts,  amortization  period)  of 
financing  together  with  evidence  of  re¬ 
view  and  interest  by  a  lender  or  bond 
underwriter  or  counsel  or  similar  evi¬ 
dence  that  financing  would  likely  be 
available  should  the  Proposal  be  selected. 
(Such  evidence  of  financing  is  not  re¬ 
quired  if  the  Owner  proposes  to  utilize 
FHA  mortgage  insurance  (see  §  881.306) 
or  the  FmHA  Section  515  Rural  Hous¬ 
ing  Program:  in  such  cases,  either  the 
prescribed  FHA  form  shall  be  c(Mnpleted 
and  submitted  with  the  Proposal,  or  evi¬ 
dence  that  a  preapplication  has  been 
submitted  to  the  FmHA  shall  be  sub¬ 
mitted  with  the  Proposal),  A  statement 
shall  be  included  in  all  Proposals  as,  to 
whether  the  Owner  intends  to  pledge  or 
offer  the  Agreement  and/or  Contract  as 
security  for  any  loan  or  obligation  (see 
§  881.115(b)). 

(f)  Each  Proposal  shall  be  accom¬ 
panied  by  the  following  information 
from  the  local  government: 

(1)  A  certification  by  the  chief  execu¬ 
tive  ofBcer  of  tiie  local  govonment  that 
the  Proposal  is  consistent  with  require¬ 
ments  or  restrictions  of  the  Local  Hous¬ 
ing  Assistance  Plan  and  the  neighbor¬ 
hood  renewal  strategy  proposed  by  the 
local  government  pursuant  to  S  881.302. 

(2)  A  certification  that  the  owner  has 
title  to  property,  an  option  on  the  prop¬ 
erty  or  other  legal  commitment  for  the 
property. 

(3)  If  demolition  is  proposed  for  any 
structures  on  the  site  of  the  property,  a 
certification  that  the  proposed  reuse  is 
acc^table  and  will  promote  the  restora¬ 
tion  and  reyitalization  of  Uie  neighbor¬ 
hood. 

(4)  A  certification  that  the  proposed 
rehabilitation  is  permissible  under  ap¬ 
plicable  zoning,  building,  housing  and 
other  local  codes,  ordinances  or  regu¬ 
lations. 

(5)  A  certification  that  the  Proposal 
has  been  submitted  to  the  appropriate 
A-95  clearinghouse  for  review  and  a 
copy  of  the  letter  transmitting  the  Pro¬ 
posal  to  the  A-95  clearinghouse. 

(6)  Where  the  proposed  Contract 
Rents  are  less  than  or  equal  to  the  Fair 
Market  Rent,  a  certification  that  the 
rents  are  reasonable. 

§  881.305  HUD  evaluation  and  approval 
of  proposals. 

(a)  Evaluation  of  Proposals.  HDD's 
evaluation  of  Propt^als  using  the  Spe¬ 
cial  Procedures  under  the  Subpart  C 
shall  be  limited  to  determining  whether: 

(1)  The  Proposal  and  the  certifica¬ 
tions  submitted  by  the  local  government 


contain  all  the  elnnents  required  by 
§  881.304  (e)  and  (f) . 

(2)  The  proposed  Contract  Rent  plus 
any  Allowances  for  Utilities  and  Other 
Services  do  not  exceed  the  Fair  Market 
Rents  limitaticm  pursuant  to  !  881.- 
108(a). 

(3)  Where  the  proposed  Contract 
Rents  plus  any  Allowances  exceed  the 
Fair  Market  Rents  or  if  the  project  is 
expected  to  be  financed  with  a  HUD 
insured  loan,  the  rents  are  reasonable 
pursuant  to  1881.108(b).  Where  the 
Proposed  Contract  Rents  plus  any  Al¬ 
lowances  are  10  percent  or  more  below 
Fair  Market  Rente  or  10  percent  or  more 
below  75  percent  thereof  where  the  es¬ 
timated  cost  of  the  rehabilitation  is  less 
than  25  percent  of  the  estimated  value 
of  the  property  after  rehabilitation,  the 
field  office  shall  accept  the  certification 
of  the  local  government  that  the  rente 
are  reasonable.  Where  the  Contract  Rent 
plus  any  Allowances  are  less  than  10 
percent  below  the  Fair  Market  Rente  or 
less  than  10  percent  below  75  percent 
thereof,  as  appropriate,  the  field  office 
may,  in  its  discretion,  accept  the  certifi¬ 
cation  of  the  local  governing  body  or 
make  an  independent  determination  of 
the  reasonableness  of  the  proposed  rente. 

(4)  The  proposed  term  of  the  Contract 
(including  renewals)  is  acceptable  in  ac¬ 
cordance  with  I  881.109. 

(5)  The  property  proposed  for  sub¬ 
stantial  rehabilitation  is  within  the  area 
approved  for  Special  Procedures. 

(6)  The  form  of  lease  will  meet  the  re¬ 
quirements  of  S  881.219. 

(7)  The  previous  experience  of  the 
Owner  and  other  key  participants  in  de¬ 
velopment  and  management  is  accept¬ 
able. 

(8)  The  management  capability  of  the 
Owner  and  the  proposed  management 
plan  are  acceptable. 

(9)  The  Affirmative  Fair  Housing  Mar¬ 
keting  Plan  is  acceptable. 

(10)  The  provisions  for  relocation  are 
acceptaMe. 

(11)  The  site  meets  the  environmental 
requirements  of  §881.14  (b),  (c),  and 
(e). 

(12)  The  rehabilitation  plan  and  de¬ 
sign  are  acceptable. 

(b)  Clarification  or  Modifications. 
HUD  may  request  clarification  of  individ¬ 
ual  items,  additional  information  or 
modifications  of  the  Proposal  including 
substitution  of  alternate  properties. 

(c)  HUD  Determination.  HUD  shall 
notify  the  local  governing  body  apd  the 
Owner  that  the  Proposal  is : 

(1)  Approved.  The  notification  shall 
contain  the  information  required  by 
§  881.208(h). 

(2)  Approvable  only  if  specified  de¬ 
ficiencies  are  corrected  including,  where 
necessary,  the  substitution  of  alternative 
pn^)erty(ies) ,  and  that  HUD  will  approve 
the  Proposal  if  it  receives  within  a  speci¬ 
fied  time  evidence  of  such  necessary  cor¬ 
rections.  The  notification  shall  contain 
the  information  required  by  §  881.208 
(h). 

(3)  Not  approved  with  an  indication 
of  the  reasons  for  disapproval. 

(d)  Notification.  Hie  appropriate  A-95 
Clearinghouse  shall  be  notified  by  HUD 
of  its  final  action. 


§  881.306  Proposals  indicating  HUD* 
FHA  mortgage  insurance. 

Because  of  the  differences  in  the  defi¬ 
nition  of  “substantial  rehabilitation*’,  a 
proposed  project  which  qualifies  as  a 
Substantial  Rehabilitation  project  under 
this  part  may  fail  to  qualify  as  a  sub¬ 
stantial  rehabilitation  project  under  FHA 
mortgage  insurance  programs.  The  pro¬ 
visions  of  §  881.207  shall  apply  except 
that: 

(a)  Reference  to  a  Preliminary  Pro¬ 
posal  shall  mean  a  Proposal  imder  this 
subpart: 

(b)  Reference  to  Preliminary  Evalua¬ 
tion  of  Proposals  shall  mean  evaluation 
of  Proposals  in  accordance  with  this 
Subpart: 

(c)  The  cross  reference  to  §  881.208 
in  Section  207(b)  (2)  shall  be  considered 
as  referring  to  §  881.305:  and 

(d)  In  lieu  of  §  881.207(b)  (3)  the  fol¬ 
lowing  shall  be  applicable: 

Where  an  Owner  does  not  indicate  in 
his  Proposal  that  he  intends  to  utilize 
HUD-FHA  mortgage  instance  and  ap¬ 
plies  for  HUD-FHA  mortgage  insurance 
after  selection  by  HUD  of  the  Proposal 
imder  this  part,  he  risks  (1)  Having 
his  proposal  rejected  for  HUD-FHA 
mortgage  insurance  and  (2)  Having 
lower  rente  approved  under  ttie  mort¬ 
gage  insurance  program  than  the  rente 
set  forth  in  the  Proposal  approved  under 
this  subpart. 

§  881.307  Subsequent  processing. 

The  Proposal  shall  be  deemed  to  be  a 
Final  Proposal  within  the  meaning  of 
§§  881.211  et  seq.  All  further  actions  with 
regard  to  Proposals  aiH>roved  pursuant 
to  these  Special  Procedures  shall  be  in 
accordance  with  Subpart  B  of  these  reg¬ 
ulations  starting  with  §  881.211. 

§  881.308  Use  of  residual  contract  au* 
thority. 

If  Proposals  sufficient  to  utilize  the 
contract  authority  set  aside  for  use  of 
the  Special  Procedures  have  not  been 
submitted  by  the  end  of  the  6  month 
period,  or  any  extensions  thereto,  or  if 
an  approved  Proposal  fails  to  re^t  in 
an  Agreement,  the  field  office  may: 

•  (a)  Authorize  the  local  government  to 
sulnnit  other  Proposals  for  projects  with¬ 
in  the  apiH*oved  strategy  area  to  utilize 
the  remaining  contract  authority:  or 

(b)  Issue  a  NOFA  for  the  allocation 
area  pursuant  to  §  881.203  to  utilize  the 
remaining  contract  authority:  or 

(c)  If  a  NOFA  has  already  been  pub¬ 
lished  for  that  allocation  area,  process 
Proposals  submitted  in  response  thereto, 
but  not  selected,  including  those  to  which 
the  deadline  does  not  apply  (see  §  881.203 
(c)  (5) ) ;  or 

(d)  Reallocate  the  unused  contract  au¬ 
thority  to  another  allocation  area. 

Note. — ^It  Is  hereby  certified  that  the  eco¬ 
nomic  and  infiationary  Impacts  of  this  reg¬ 
ulation  have  been  carefully  evaluated  in 
accordance  with  OMB  Circular  A-107. 

Issued  at  Washington,  D.C.,  January 
16,  1977. 

John  T.  Howley, 
Acting  Assistant  Secretary  for 
-  Housing-Federal  Housing 
Commissioner. 
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